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A  Consumer  Guide  to  the  Home 
Improvement  Contractor  Law 

On  July  1,  1992,  a  law  regulating  the  practices  of  Home 
Improvement  Contractors  went  into  effect  in  the 
Commonwealth.  There  are  three  major  areas  that  the 
legislation  addresses: 

1)  home  improvement  contracts  and  registration 
of  residential  contractors  and  service  providers; 

2)  a  home  improvement  contractor  arbitration 
program  for  resolving  disputes  between 
homeowners  and  home  improvement  contractors/ 
providers;  and 

3)  creation  and  maintenance  of  a  "fund  of  last  resort" 
(Guaranty  Fund)  that  consumers  may  be  compensated 
from  for  unpaid  judgments  awarded  to  them  after 
proving  that  all  reasonable  efforts  to  collect  the 
judgment  award  have  been  exhausted. 

The  law  (MGL  chapter  142A)  and  the  three  sets  of 
regulations  which  further  define  the  intent  of  the  law  (780 
CMR  6  and  201  CMR  14  and  15  )  are  all  meant  to 
provide  protection  for  unsuspecting  homeowners  and  a 
fair  system  for  resolving  homeowner/contractor  disputes. 
It  is  also  hoped  that  the  law's  stiff  penalties  will  entice  the 
industry's  "bad  apples"  to  reform  or  get  out  of  the 
business. 

This  pamphlet  is  meant  to  give  readers  a  general 
overview  of  the  law  and  to  provide  useful  information  on 
what  to  do,  where  to  go,  whom  to  contact  and  when  to 
take  action.  It  is  only  meant  to  be  a  summary  of  the  law. 
For  more  information  on  any  particular  issue  mentioned 
in  this  pamphlet,  please  refer  to  the  boxed  paragraph  at 
the  end  of  most  sections  where  you  will  find  helpful 
references  and  sources  of  assistance.  The  addresses  and 
phone  numbers  for  all  referenced  agencies  and  offices  are 
listed  at  the  end  of  the  pamphlet. 

Contractor  Registration 

If  you  are  planning  improvements,  repairs,  renovations, 
alterations  or  additions  to  your  pre-existing,  one  to-four 
unit,  owner-occupied,  primary  residence,  or  to  structures 
that  are  adjacent  to  your  residence,  and  you  are  not 
planning  to  perform  the  work  yourself,  make  sure  that 
the  people  you  hire  are  registered  with  the  state.  If  the 
contractor  or  subcontractor  you  hire  is  not  registered,  you 
will  have  nfl  protection  under  the  Home  Improvement 
Contractor  Law.  However,  you  still  may  be  able  to  pur- 
sue the  matter  in  court. 


There  are  some  exceptions.  Those  who  do  not  need  to 
be  registered  include  installers  or  providers  of  central 
heating  and  air  conditioning,  energy  conservation 
devices,  landscaping,  interior  painting,  wall  and  floor 
coverings,  fencing,  freestanding  masonry  walls,  above 
ground  pools,  shutters,  awnings,  patios,  driveways  and 
certain  licensed  professionals  (like  architects,  electricians 
and  plumbers)  who  provide  services  that  are  exclusively 
within  the  scope  of  their  profession.  Additionally,  some 
part-time  and  small  job  (under  $500)  contractors  do  not 
need  to  be  registered. 

You  should  be  able  to  easily  determine  whether  a 
contractor  is  registered  or  not  because  registered 
contractors  are  required  to  display  their  six-digit  state 
registration  number  on  all  advertisements,  contracts  and 
permits.  Whenever  you  see  the  company  or  contractor's 
name  displayed,  you  should  also  find  a  six-digit 
registration  number  nearby.  Registered  contractors  are 
also  issued  an  identification  card  by  the  state,  which  you 
should  ask  to  see  in  order  to  verify  that  the  registration 
is  valid  and  has  not  expired.  If  you  discover  the 
contractor  you  are  considering  hiring  is  not  registered, 
you  should  contact  the  Attorney  General's  Office  to 
report  this  illegal  act  at  (617)  727-8400. 


If  you  would  like  more  information  about  contractor 
registration,  or  if  you  want  to  verify  whether  a 
contractor  is  properly  registered  or  to  receive  a  copy  of 
Contractor 's  Guide  to  Registering  Under  the  Home 
Improvement  Contractor  Law,  call  the  Director  of  Home 


Improvement  Contractor  Registration  at  (617)  727-8598 


Financing  Your  Home  Improvements 

If  it  is  necessary  for  you  to  finance  your  home 
improvements,  you  should  be  aware  that  contractors  are 
not  allowed  to  lend  you  the  money  or  act  in  association 
with  any  lending  institution  if  the  loan  is  secured  by  a 
mortgage  on  your  home.    Similarly,  a  contractor  cannot 
force  you  to  finance  with  a  specific  lender  if  your  home  is 
used  as  collateral.  You  have  the  right  to  choose  any  lender 
who  is  willing  to  negotiate  your  loan  —  no  strings 
attached.  Therefore,  get  an  estimate  for  the  work  that 
needs  to  be  done  from  your  contractor  and  then  shop 
around  for  the  best  financing  deal. 


Obtaining  Building  Permits 

If  you  obtain  necessary  building  permits  on  your  own, 
either  because  you  plan  to  self-contract  your  home 
improvement  or  you  think  you  are  doing  the  contractor  a 
favor,  you  should  know  that  doing  so  will  reduce  your 
protection  under  the  law  if  a  dispute  arises.  If  you  obtain 
building  permits  yourself,  you  will  exclude  yourself  from 
the  Guaranty  Fund.   It  could  also  extend  your  personal 
liability  for  work  related  accidents.  If  you  contract  with 
someone  to  do  the  work,  require  them  to  obtain  all 
necessary  building  permits. 

Contracts 

While  it  is  advisable  to  put  all  contracts  in  writing 
regardless  of  the  cost  of  the  work  being  done,  the  law 
requires  that  any  home  improvement  contract  over  $  1000 
must  be  in  writing.  If  a  contractor  violates  this  provision, 
their  registration  may  be  suspended  or  revoked  and  they 
can  be  fined  or  face  criminal  prosecution. 

Valid  contracts  over  $  1 000  must  contain  several 
provisions  and  provide  some  consumer  cautions  and 
special  notifications.  For  instance,  all  contracts  must 
provide  complete  identification  of  all  parties  involved  with 
the  proposed  job  including  registration  numbers  of  all 
contractors  and  subcontractors.    It  must  also  include  a 
complete  description  of  the  project,  a  completion 
schedule,  a  final  cost  agreement  with  payment  schedule 
(this  payment  schedule  cannot  require  the  consumer  to 
pay  more  than  one  third  of  the  contract  price  up  front, 
excluding  extra  costs  for  material,  and  cannot  demand 
full  payment  until  the  project  is  completed),  and 
signatures.   It  must  conspicuously  display  notifications 
about  a  consumer's  right  to  cancel  a  contract  within  three 
business  days  of  signing,  any  information  on  applicable 
warranties,  and  a  warning  not  to  sign  the  contract  if  there 
are  any  blank  spaces.  It  must  also  be  noted  on  the 
contract  that  it  is  the  responsibility  of  the  contractor  to 
obtain  all  building  permits  and  that  if  a  homeowner 
obtains  them,  the  homeowner  will  be  excluded  from 
Guaranty  Fund  relief  if  a  dispute  arises.  A  contract  must 
also  inform  the  consumer  that  state  law  requires  all 
covered  contractors  and  subcontractors  to  be  registered 
with  the  Director  of  HIC  Registration. 

Look  over  your  contract  carefully  before  signing 
it.  Any  contract  which  is  presented  to    you    without 
meeting  these  requirements,  is  non-complying  and 
could  affect  your  protections  under  the  law.  If 
everything  is  in  order,  sign  the  document  and  make  sure 
you  receive  a  duplicate  (with  signatures)  before  work 
beams. 


For  more  information  on  contract  specifications  and  to 
receive  a  sample  home  improvement  contract  which 
meets  all  the  requirements  of  law,  call  the  EOCABR 
Consumer  Information  Hotline  at  (61 7)  727-7780. 


RESOLVING  DISPUTES 

If  you  have  a  contract  dispute  with  your  registered 
contractor  or  you  think  that  the  job  he/she  did  was  shoddy 
or  was  done  in  an  unworkmanlike  manner,  there  are 
options  for  you  to  explore  if  the  problem  cannot  be 
resolved  privately.  A  good  first  step  would  be  to  contact 
your  local  consumer  group  (check  the  self-help  section  in 
the  front  of  your  local  white  pages  phone  book)  or  the 
Attorney  General's  office  (617-727-8400)  for  help  with 
informal  mediation.  Beyond  that,  you  are  encouraged  to 
fully  investigate  which  of  the  following  alternatives  is 
best  for  you.  The  costs  and  effectiveness  depend  largely 
on  your  particular  situation.  Homeowners  should  be 
forewarned  that  once  a  dispute  enters  this  next  stage,  it 
can  consume  much  time  and  effort  for  both  parties  before 
it  is  resolved  and/or  compensation  is  awarded. 

Arbitration 

If  a  consumer  has  a  dispute  against  a  registered 
contractor  or  subcontractor,  the  consumer  may  try  to 
resolve  the  dispute  through  a  state-approved  arbitration 
program.    To  apply,  the  consumer  selects  an  approved 
arbitration  firm  and  files  an  application  along  with  a 
non-refundable  $50  processing  fee.  If  the  application  is 
accepted  into  the  program,  an  additional  hearing  fee, 
based  on  a  sliding  scale  linked  to  the  size  of  the  claim,  is 
charged.  Once  this  fee  has  been  paid,  the  case  is  heard 
with  both  parties  present  and  a  legally  binding  decision  is 
rendered.   An  arbitrator's  decision  is  final,  but  may  be 
appealed  by  either  party  in  court  within  2 1  days  of  the 
decision.   A  consumer  may  file  for  arbitration  anytime 
within  two  years  of  signing  the  home  improvement 
contract. 

A  contractor  with  a  dispute  against  a  homeowner  does 
not  have  the  option  to  initiate  an  arbitration  action  unless 
both  parties  agree  to  it  in  the  contract.  However,  a 
contractor  may  have  a  counterclaim  settled  by  an 
arbitrator  if  the  homeowner  has  initiated  the  arbitration 
action. 


To  receive  a  listing  of  all  approved  arbitration  firms  and 
an  application  for  arbitration  or  to  request  additional 
information  about  the  arbitration  program,  call  the  EOCA 
Consumer  Information  Hotline  at  (61 7)  727-7780. 


Court  Action 

A  consumer  has  the  option  of  bypassing  the  arbitration 
program  and  taking  the  dispute  directly  to  court.  Small 
Claims  Court  is  the  most  inexpensive  remedy  for  claims 
of  less  than  $2000.  Small  Claims  Court  can  cost  as  little 
as  $15.  Except  for  the  situation  previously  noted,  a 
contractor  is  limited  to  using  the  court  to  resolve  any 
dispute  against  a  homeowner. 


For  more  information  on  taking  a  case  to  small  claims  court, 
call  the  EOCA  Consumer  Information  Hotline  and  ask  for  a 
copy  of  the  Consumer 's  Guide  to  Small  Claims  Court  at 
(617)  727-7780.  For  help  with  preparing  a  court  case  when 
the  claim  is  in  excess  of  $2000  and  for  other  legal  advice, 
you  are  urged  to  contact  an  attorney. 


About  Your  Judgment 

A  judgment  received  from  either  a  court  action  or  the 
state  approved  arbitration  program  preserves  all  rights 
of  either  party  to  pursue  other  remedies  including 
additional  legal  action  and,  for  the  consumer, 
compensation  from  the  Guaranty  Fund. 

Be  aware  that  in  some  situations  you  may  be  prevented 
or  delayed  from  obtaining  a  judgment  of  any  kind  if 
your  contractor  has  filed  for  bankruptcy  protection  or 
if  your  claim  against  the  contractor  has  been 
discharged  by  the  U.S.  Bankruptcy  Court.  For 
information  and  referrals  regarding  this  process  contact 
EOCABR  Hotline  at  (617)  727-7780. 

The  Guaranty  Fund 

If  a  judgment  has  been  awarded  to  the  consumer  and  the 
contractor  fails  to  pay  the  award  after  reasonable  collec- 
tion attempts  or  defaults  due  to  a  post-judgment  bank- 
ruptcy filing  or  flight,  remedies  may  still  be  available 
through  the  Guaranty  Fund. 

The  fund  was  created  as  a  source  of  last  resort  to 
attempt  to  remedy  problems  for  consumers  who  have 
been  awarded  judgments  that  have  not  been  paid.  Money 
in  the  fund  comes  from  a  one-time  assessment  levied  on 
registered  contractors  based  on  the  number  of 
employees  which  are  on  the  contractor's  payroll.  When 
a  claim  is  paid  out  to  a  consumer  because  a  judgment  or 
award  was  not  paid,  the  responsible  registered 
contractor  is  obligated  to  reimburse  the  fund  with 
interest  within  30  days.  If  a  contractor  fails  to  do  so,  he/ 
she  may  face  administrative  fines,  revocation  of  their 
registration  to  do  home  improvement  contracting,  and 
in  most  extreme  cases,  criminal  prosecution. 


To  apply  to  the  fund,  a  homeowner  must  file  a  claim 
application  within  six  months  of  the  initial  judgment 
obtained  from  an  arbitration  or  court  action,  and 
demonstrate  that  all  reasonable  efforts  to  collect  the 
judgment  award  have  been  exhausted  In  most  cases, 
this  will  mean  that  the  last  step  prior  to  applying  to 
the  fund  will  have  to  be  a  court  proceeding  to  collect 
the  judgment  you  obtained,  regardless  of  whether  it 
was  an  arbitration  or  court  judgment. 

One  claim  of  up  to  $10,000  in  actual  losses  may  be 
recovered  through  the  Guaranty  Fund.    However,  if  a 
single  contractor  is  found  to  be  responsible  for  more  than 
$75,000  in  claims  to  the  fund  within  a  twelve  a  month 
period,  no  further  claims  may  be  awarded  until  either  the 
contractor  reimburses  the  fund  or  a  new  twelve  month 
period  begins.    If  a  homeowner's  actual  losses  exceed 
what  is  paid  out  through  the  Guaranty  Fund,  the 
consumer  may  seek  other  remedies  to  recover  those 
additional  loses. 


To  find  out  the  standing  of  a  specific  contractor,  contact 
the  Director  of  Home  Improvement  Contractor 
Registration.  For  more  information  about  Guaranty  Fund 
reimbursement  and  to  obtain  a  claim  application,  call 
the  EOCA  Consumer  Information  Hotline  at  (61 7)  727-7780 


INFORMATION  REFERENCES 

For  general  information  and  all  consumer  pamphlets 

including  applications  for  arbitration  and  Guaranty  Fund: 

EOCABR  Consumer  Information  Hotline 

One  Ashburton  Place,  Room  1411,  Boston,  MA  02108 

(617)727-7780 

For  registration  and  contractor  information  and 

applications: 
Director   of  Home  Improvement    Contractor 

Registration 

One  Ashburton  Place,  Room  1301,  Boston,  MA  02108 
(617)  727-8598  or  (617)  727-3200 


For  copies  of  state  regulations  and  laws 

(minimal  copy  charge): 

Secretary  of  State's  State  House  Bookstore 

State  House,  Room  1 16,  Boston,  MA  02133 

(617)  727-2834 
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